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Management} 


REVIEW 


THE modern factory has come a long way 

from the day when Henry Ford built the 
first single-story, assembly-line plant in 1909, 
a recent study by Fortune shows (see 
Factories of the Future, page 225). Per- 
haps the greatest strides in factory design 
have been made during these war years, 
when round-the-clock production, blackout 
regulations, and government funds have given 
industrial architects the opportunity they 
were eager for. The most spectacular results 
of their handiwork may be seen in some of 
the new “controlled conditions” plants, where 
midnight is the same as noon, January as 
August. 

Although a modern, completely condi- 
tioned plant costs almost twice as much as 
the old style factory, indications are that 
the extra cost of modern facilities are more 
than offset by increased production and 
profits. Thus, in one windowless plant the 
savings in fuel make up for the cost of 
cooling; in another, steam-heating costs have 
been cut 90 per cent. 

Today drafting rooms are crowded with 
plans for postwar factories. Many of these 
will incorporate such innovations as radiant 
heating, electronic quality control, cold- 
cathode lighting, electrostatic dust precipi- 
tators, and innumerable applications of color 
engineering. In the more revolutionary ex- 
amples of industrial architecture, no services 
or facilities will be permitted to obstruct 
working areas; and employees will travel 
directly to their workplaces by means of 
underground tunnels. 


BUSINESS men who complain about the 

difficulties of financing operations have 
frequently failed to explore the varied 
sources of funds open to them. New capital, 
like gold, is “where you find it,” and a firm 
that needs capital may well be overlooking 
some practical methods of raising funds. 
Some of these methods are discussed in an 
abstract from American Business beginning 
on page 231. 
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THE MANAGEMENT INDEX 





General Management 


Maxims of Management 


HE art of good management is 

to create an organization which 

will develop to its highest point 
the initiative of individuals, consistent 
with an orderly process and cohesive- 
ness of purpose. 

Management is an art, not a science. 
Hence its forms express the personal- 
ity and color of one man: the chief. 
Through his choices, his example, and 
his instructions, the chief creates an 
extension of himself throughout the or- 
ganization. From this it follows that 
there is no single, royal road to build- 
ing a good organization. 

Take the question of whether the 
chief should dominate and supervise 
every detail.. That depends partly on 
his own character and partly on the 
ability of the immediate lieutenants. 
It is best if the chief can free himself 
from daily routine, and spend his time 
in scanning for improvements and in 
supervising. And yet, there is such a 
thing as getting so far out of touch 
with the daily occurrences that judg- 
ments become abstract. 

It has been said that General Robert 
E. Lee left too much latitude to his 
lieutenants. On several occasions his 
plans were upset through an unex- 
pected interpretation of his orders. If 
this was so, then it means that he had 
the faults of his virtues, for on other 
occasions the relative independence of 
his lieutenants reaped great results. 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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One corporation head makes a point 
of never visiting his plants, lest his 
judgment of their performance k 
warped. Another rejoices in the fact 
that he is everywhere called by his 
first name, and regrets that his organi- 
zation is so large that he sometimes 
slips into confusing the names of his 
employees. A third adopts a policy 
of harassment, so that everyone is 
being constantly reported on by other 
sets of inspectors. Yet they all are 
outstandingly successful. 

Should there be a single “number 
two” man, or should there be a group 
of equally important and trusted ex- 
ecutives at the next level of authority? 
Should the “number one” be a lonely 
figure, or should he be the leader of an 
equal group, “primus inter pares”? 
These are not questions of good or 
bad; they are matters of personality. 
Many solutions can work with good 
results if the personality factors are 
allowed to have effective play. 

Promotions from within are a favor- 


_ ite way of stimulating the members of 


an organization to do better work in 
the hope of achieving advancement. 
Within broad limits, this is a wise 
policy. 

It is ten times more difficult to find 
and appoint an outsider to an im- 
portant position than to promote an 
insider. The chance of his not fitting 
into the organization and of the or- 
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ganization’s sabotaging him are ever 
present ; real and disastrous. The 
outsider constitutes a threat to the 
security of all officials with whom he 
comes in contact. It will take great 
determination on the part of the chief 
to see-him through his troubles. The 
obvious solution is promotion from 
within. But the obvious rarely 
strengthens an organization. The slide 
into mediocrity followed by slow decay 
may well be made easier by promotion 
irom within. 

To take a more restricted example 
of the same principle: it rarely hap- 
pens that the logical successor is the 
best successor. A vice president is 
rarely a good president; an assistant 
manager is rarely a good manager. 
The qualities that make one are not 
the qualities that make the other. To 
promote a man either because he “de- 
serves” it or to give him an “oppor- 
tunity’ is frequently a mistake. 
Perhaps this tendency is most frequent 
in politics, where some deserving 
“lame duck” must -be found an admin- 
istrative post, for the good of the party 
machine. Here the results are almost 
uniformly disastrous. 

But when it does happen that the 
logical successor turns out to be a man 
of ability, the results are astonishing. 
For it means that over two generations 
al organization has been guided by a 
singleness of purpose. 

The late Colonel Malcolm C. Rorty 
had a principle which he frequently 
expounded under the title of the “Rule 
of Three.” In practice, it will be found 
to work. 

The rule is as follows: Whenever an 
important position is to be filled, 
search must be continued among the 
Possible candidates until three have 
been located, any one of whom is con- 
‘dered able to fulfill the duties in- 
volved. The danger to be avoided is 
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that management should give up its 
search after only one has been located, 
who appears to have the necessary 
ability, at the salary involved. This 
point is often reached, after many 
fruitless interviews, until exhaustion 
and the necessity of an early appoint- 
ment lead to a decision. When this 
happens, and it does frequently, then 
the one selected will almost invariably 
be found wanting. 

The remedy is that the sights should 
be raised. If, for instance, a $5,000 
salary is not sufficient to attract three 
able men to the vacant post, then a 
$7,500 salary should be offered. Man- 
agement has underestimated the calibre 
of man needed. 

It is impossible for a “number two” 
man to rise above the standards set by 
the chief. If the chief is mediocre, the 
whole organization is mediocre. Any 
man of ability who happened to drift in 
would be out of tune and would shortly 
leave. It has been tried times without 
number to save a faithful, popular but 
inadequate manager by forcing on him 
a superior assistant, but the record is 
100 per cent failure. 

Every organization must be -built 
around a specific purpose. When the 
purpose changes, the organization must 
be changed, almost from top to bottom. 
Attempts at adaptation lead to a con- 
fused muddle. 

Some years ago Lord and Taylor 
was transformed from a worthy, pro- 
motional enterprise into a high style, 
non-promotional store. Out of the top 
50 executives, only 20 could adapt 
themselves. It was not that they did 
not try, or that they did not have 
ability. It was rather that they had 


been selected for one set of qualities, 
and suddenly found that other qualities 
were demanded by the new manage- 
ment. 

Sometimes you will hear a new 
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manager, after taking over a rundown 
enterprise, boast that he did not replace 
a single one of the members of the or- 
ganization that he found; he merely 
gave them new guidance. It is a false 
boast. When this is analyzed closely, 
it is found that he did not make any 
important change of policy. He was 
skating along, trusting to luck. 

A certain degree of over-organiza- 
tion is necessary. Temporarily, things 
run best when each member has his 
place, and his work so laid out that he 
is busy from opening to closing. But 
this cannot last long. An extra effort 
may tide over one crisis, but it cannot 
tide over a succession of crises. There 
must be some resilience, so that it 
comes about that the desirable degree 
of over-organization is among the most 
difficult problems of management. It 
is analogous to carrying spare parts in 
an automobile on a trip through the 
desert. Just which parts? Too many 
would overload the car, yet inability to 
fix a breakdown would be fatal. 

The extent of carrying unused 
ability likewise requires nice judgment 
and careful thought. 

It sometimes happens that two im- 
portant men in an organization so 
greatly dislike each other that they do 
not speak. Any business they have to- 
gether is accomplished by letters. A 
case comes to mind of two men who 
occupied adjoining offices, but who 
never discussed matters face to face. 
The volume of correspondence that 
went back and forth grew to astound- 
‘ ing proportions. Each was building up 
the record. 

When this impedes operation, it 








must be dealt with by the chief. It can. 
not be permitted to continue. There 
are three possible solutions: Both 
must leave; one or the other must be 
selected to remain; or they both agree 
to overcome their feelings in their jn- 
ternal relations. Dr. Johnson of the 
Home for Feebleminded in New Jer. 
sey developed a standard method to 
meet this situation by calling both men 
into his office, putting the choices be- 
fore them and leaving them together 
for one hour to attempt to reach a de 
cision. If they were unable to agree 
on the last alternative, he reserved the 
right to select one or the other of the 
two. Any solution is better than none; 
yet of course the third choice is the 
most constructive. It is bad manage- 
ment to allow personal feeling to pre- 
clude internal cooperation. 

The repeated appointment of medio- 
crity to positions requiring judgment 
and initiative heralds the breakdown 
of any organization. Mediocrity pre- 
dominantly characterizes most people, 
and thus most of the people in every 
organization. They are able to carry 
on; they are adequate to perform the 
daily task in hand; but they still are 
not constructive. Some small number. 
through their technical knowledge, 
their loyalty and their length of service. 
may be permitted to rise to positions of 
some limited power ; but not too many. 
The dominance of mediocre adequacy 
means disintegration, for every orgami- 
zation is either on the upgrade or 
downgrade. It never remains on a 
level. By Oswatp Knautu. Ad 
vanced Management, April-June, 1945, 
p. 55:5. 





e LAST YEAR there were slightly more than 3.000,000 individual business estab- 


lishments in the United States engaged in manufacturing operations, the distribu- 


tion of goods. and in the service industries. 


Of these. 1.000.000 were one-man 


affairs, 2,000,000 employed fewer than 100 persons, 35.000 had between 100 and 


1,000 workers, and only 3,300 reported more than 1,000 employees. 


These data. 


compiled by the Committee for Economic Development, mean that for every 44 
people in this country, there was one business concern. 


—Commerce 6/45 
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Organizing the Publicity Department 


successful, by all standards of 

measurement, when it adopts and 
carries out the motive of service for 
which it was created. This is particu- 
larly true in relation to service to edi- 
tors—which means sending them what 
they want, on time. The organization 
of the publicity department must be 
planned with these important facts in 
mind. The following are some sug- 
gested methods for performing the pri- 
mary functions usually associated with 
the well-run publicity department : 

1. Exploring publicity  possibilt- 
ties: (a) Contact with editors fre- 
quently furnishes information on the 
type of articles and other editorial 
material desired, promotes good rela- 
tions, and paves the way for acceptance 
of material when ready for release. 
Sometimes a magazine editor will 
accept an invitation to visit a company 
plant, and this often results in a defi- 
nite commitment for an article by a 
company. employee. 

(b) Frequent contact with factory 
and research personnel keeps the de- 
partment aware of new developments 
and helps to get articles written. 

2. Gathering and organizing the 
material: (a) Author-signed, exclu- 
sive articles are usually written by 
company personnel on their own time, 
paid for by the publication. The pub- 
licity department helps write the story, 
edits it, remodels it, and provides 
photos and illustrations. Naturally, 
more articles result when the publicity 
department gets other company em- 
ployees to write instead of doing all the 
writing—and this method has psycho- 
logical advantages, for it increases the 
prestige of the department. 

(b) For general news releases, the 
necessary information for writing 


| cesta, publicity is most 
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about new equipment and new prod- 
ucts comes from department heads; 
material on personnel changes, special 
events, and financial and production 
reports may also be obtained from this 
source. 

(c) For photographs, the depart- 
ment arranges for taking pictures and 
for getting suitable caption material on 
company plant production and research 
projects and on company equipment in 
use in customers’ premises. 

3. Getting publicity material ac- 
cepted: (a) Syndicated releases go to 
a list of publications which must be 
furnished to those responsible for 
mailing. Time spent on organizing 
this setup will be well repaid later. It 
is best to keep complete mailing infor- 
mation in reference books or on 
Addressograph plates. Segregate this 
material so that certain pages in the 
book (or a certain group of plates) 
cover publications of similar kind. 
Then prepare a check list keyed to the 
book or plates. 

(b) Exclusive articles are always 
submitted (by letter or personally) to 
a particular publication. If the article 
is rejected by the first publication, it is 
submitted to a second. This goes on 
until the story is accepted. Because 
articles occasionally get lost in an edi- 
tor’s pile of manuscripts, it is well to 
install a follow-up system. 

4. Making up publicity report: 
Periodical analysis of clipping-file data 
provides a means of measuring results 
obtained by the publicity department. 
One way of doing this is to tabulate 
the value in dollars and cents, based 
on prevailing space rates for black and 
white, one-insertion paid advertise- 
ments. 

5. Arranging for addresses and talks: 
When requests for speakers come in, 
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management is consulted to learn 
whether or not the engagement can be 
handled. Once the speaker is desig- 
nated, the publicity department lends 
assistance (as with articles) in editing 
and arranging script and in preparing 
slides and other necessary data. Usu- 
ally a society publishes the text of the 
talk in its journal. If not, the depart- 
ment should request permission to pub- 
lish it elsewhere. Prior and post an- 
nouncements of the talk should go to 
papers and magazines. 

6. Parties for the press: Only 
judgment and careful observation of 
activities of other companies along this 
line will indicate whether or not it is 
advisable to stage such events. When 
you really have something big and 
worthwhile to announce, an afternoon 
cocktail party or a noon luncheon may 
be timed so that newspaper men can 
get away in time to write copy for eve- 
ning editions. 

A show with a poor plot or with in- 
ferior actors is worse than no publicity. 
therefore, the best men in the organi- 
zation must be drafted and the greatest 
care exercised in handling invitations, 
preparing releases and photos to hand 
out at the party, and mailing to any 
editor who cannot attend, appropriate 
material to reach him on the day of the 
party. 

7. Promoting the publicity depart- 
ment: Never miss an opportunity to 
tell company people how the publicity 
department works—why publicity helps 
the company by building its pres- 
tige—that prosperity for the company 
means prosperity for employees. Ex- 
plain the need for various kinds of ma- 
terial. Stress the value of personal 
publicity that accrues to the author of 
a signed article. The more individuals 
in the company who are aware of the 
work you’re doing—the surer manage- 
ment will be of its worth. 

The following are some secondary 
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functions of the publicity department, 
many of which can be assigned to a 
competent stenographer : 

1. A publicity clipping file of edi- 
torial material concerning the company 
is compiled from material secured 
from a professional clipping agency and 
gathered by the department itself, 
Clippings prove the effectiveness of 
publicity efforts. Column inches are 
recorded on report forms, and clip 
pings are filed in books for future ref- 
erence. 


2. Photo file involves systematic 
numbering and filing of all photos. 
Master prints are mounted on photo 
reference books, and extra copies are 
kept in spare print file. 

3. Approval of publicity releases 
must be obtained by routing edited ma- 
terial to company authorities before it 
is sent out. All changes should then 
be incorporated in one final revision. 
To be sure material is returned, fol- 
low-up system should be employed. 

4. A weekly photo release to a se 
lected group of publications increases 
the ratio of material used. A weekly 
time-table should cover ordering of 
necessary prints, preparation of sten- 
cils and caption forms, etc. 

5. Photo requests are invited in 
mailings of syndicated releases on new 
equipment, new personnel, etc. To 
save unnecessary expense for prints, 
available photos are listed at the end 
of the release, and a self-addressed, 
postage-free envelope is enclosed for 
the request. 

6. Daily tickler for correspondence 
makes it possible to keep external and 
internal correspondence up to date. 
Reminders should be sent to company 
people who have agreed to write ar- 
ticles. 

7. Notifying the author of article 
publication must be assured by a fool- 
proof system that provides for sending 
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him a copy of the article for his file 
when the clipping goes into the depart- 
ment file. 

8. Arranging for reprints (or pre- 
prints) of articles on request of the 
department directly concerned is a 
function of the publicity department. 

The photo file plays such an impor- 
tant role in all publicity work that it 
deserves immediate attention in any 
new organization. Identification num- 
bers should be assigned and marked on 
all negatives, preferably with pen and 
india ink. Manila envelopes for all 
negatives protect the delicate surface 
from scratching. It is a good idea to 
have books containing photos to show 
to editors so that they can make a se- 
lection. 

Publicity clippings are conveniently 
kept in large-page (14 x 17 inches) 
scrapbooks, filed by months and with a 
record of the source from which they 
were clipped. Index tabs designate 
the monthly sections. A record sheet 
will keep track of publication names, 
subject matter, and column-inch cov- 
erage as the clippings come in. A 
quarterly management report lists 
monthly and annual column-inch pub- 
licity figures for each publication. It 
‘also gives similar data on specific sub- 
jects. It is best to keep separate books 
for exclusive and syndicated material. 


Weekly photo releases pay quick 
publicity dividends because editors are 
constantly in need of them. A good 
photographer is a prerequisite. Once 
he starts regular delivery of quality 
negatives, the problem is well in hand. 
Color transparencies are valuable be- 
cause many publications want them for 
covers—and cover rates are higher 
than those paid for material appearing 
inside the book. 

A handy check list for general re- 
leases (non-pictorial) is the complete 
list of approximately 1,600 technical 
magazines in Standard Rate & Data. 
By the use of a simple code, the desired 
part of this list can be indicated for 
any specific mailing. 

These are the most important rou- 
tines to establish in any new technical 
publicity setup. In any given case, 
there will be additions and alterations 
to fit the particular needs of the or- 
ganization. The most important thing 
to remember is this: Spend as much 
time as possible in contacting editors 
and company personnel. The time 
spent away from one’s desk pays the 
biggest dividends. That’s when and 
where to get ideas for articles, and how 
to keep abreast of company research 
and new development. By V. W. 
Paen. Printers’ Ink, March 23, 1945, 
p. 90:5. 


Sell It Now 


NLESS the United States speeds up its sales of surplus property, it may 

on some calculations ip winnd from the Japanese war with over $100,000,000, 
worth of inventory. This figure is more than the entire national income for any 
prewar year and some 20 times the $5,000,000,000 to $6,000,000,000 of surplus 


property left over from World War I. 


planes, plus some $24,000, 
facilities ; over $16,000,000,000 
$10,000,000,000 in ships. 


It includes jeeps, bazookas, tommyguns, 
,000,000 in airfields, housing and other non-industrial 
in plant and equipment; 


and more than 


As of March 3, 1945, about $265,000,000 worth of goods and facilities had 
been disposed of, or ‘less than 0.5 per cent of what the total surplus may be. 


—Fortune 6/45 





e IN MARCH the average worker in manufacturing industry could purchase 3.5 
per cent more goods and services with his weekly earnings than he could a year 
ago and 69.6 per cent more than he could during 1929, according to the National 


Industrial Conference Board. 
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Labor Public Relations* 


By MARTIN DODGE 


N experienced fly fisherman some- 
times opens the stomach of his 
first catch in order to make sure 

what the trout are feeding on at that 
particular time and place. If it were 
similarly possible to inspect the public’s 
mind, the public relations executive 
might improve his record. Vagaries of 
taste appear to condition the response 
of genus homo as well as piscts. 

When the objective is man as a la- 
borer, the menu must still be compiled 
with discretion and be subject to change 
on short notice if it is to rate even a 
reasonable degree of acceptance in 
labor circles. Equally important, some 
things must be strictly omitted. Work- 
ing people, especially the more labor- 
conscious who are union members, are 
not, for instance, at the moment tak- 
ing “free enterprise.” It has come to 
have an unsavory meaning. Corpora- 
tion profits are another thing that the 
wage-earner finds hard to swallow. 

To this the business man is inclined 
to say, “Nonsense!” These things are 
elementary, basic. If labor isn’t going 
to accept them, how can we expect to 
get anywhere? It is at this point that 
we had better consult the fly book— 
except in this case it is the book of 
semantics. 

The truth is that labor does not re- 
ject these things. Working people are 
not substantially opposed to the con- 
cept of a free economy or private en- 
terprise system, but many of them do 
take exception to the term “free enter- 
prise.” The reason is that they have 
observed that “free enterprise” can 
sometimes be a cloak for anti-labor, or 


at least for anti-closed-shop, activities, 
In their minds free enterprise no longer 
means economic and political freedom, 
It means, look out, don’t get hooked on 
that one! 

The way out is clear—invent a suit- 
able synonym for free enterprise, 
something fashioned of untarnished 
words, which will mean to Joe Worker, 
our enterprise, good for us, all of us, 
not just good for the front office. The 
same is true regarding profits: If 
these could be presented as the wages 
of management and the wages of capi- 
tal, much of the incendiary effect in- 
spired by the term “profits” would 
disappear. (The workingman might 
settle for earnings, a word that could 
be used to identify both wages and prof- 
its and at the same time convey the 
idea of their affinity and interrelation: 
ship. ) 

Such matters of language ought not 
to be permitted to stand between in- 
dustry and the 46 per cent of all Ameri- 
can families who fall into the category 
of wage earners. When it is remem- 
bered that, not counting farmers or it- 
dividual proprietors, or clerks or man- 
agement, or those in the professions, 
almost one out of every two families 
in the United States are workers’ fami- 
lies, the importance of language bar- 
riers becomes apparent. 

Public relations that does not use 
the right words is simply not going to 
be effective with the large percentage 
of our population who work with their 
hands. At the present time many mil- 
lions of wage earners are active mem- 
bers of labor unions, and as such are 





* Abstracted with permission from Public Relations Directory and Year Book, published by Uriel Davis, 
119 West 57th Street, New York 19, N. Y. 


214 


The Management Review 








alert, 
of th 


langu 

they 

in th 
It 


that 


denot 
circle 
range 
right. 
nizin; 
ginni 
prog! 
If 
this ¢ 
can 4 
that 
ingly 
stanc 
upwe 
Althe 
far 
meas 
conte 
pers 
Dipe 
give 
most 
trem 
reves 
labor 
role 
advo 
read 
unio 
pres 
coun 
F 
crim 
to ki 
of v 
envi 
theit 
behe 
Ci 


alert, militant and articulate members 
of the public. They don’t talk the 
language of the luncheon clubs, and 
they don’t believe everything they read 
in the papers. 

It is a mistake, however, to think 
that among them is a single common 
denominator of interest. Within union 
circles alone there are ideologies that 
range from the extreme left to the far 
right, yet frequently change. Recog- 
nizing these multiple facets is the be- 
ginning of a rational public relations 
program to reach labor. 

If we cannot see inside the mind of 
this or any other part of the public, we 
can at least observe some of the things 
that enter it—and take our cue accord- 
ingly. Organized workers, for in- 
stance, read the labor press—in fact, 
upward ,of 15,000,000 of them read it. 
Although no readership study has so 
far established a scientific basis for 
measuring the acceptance of labor paper 
content, the evidence is that these pa- 
pers register deeply with their readers. 
Dipping casually into this press may 
give the false impression that it is 
mostly a medium for irresponsible ex- 
tremism, but reading it consistently 
reveals that by and large it covers the 
labor front and—considering that its 
tole is quite properly that of labor’s 
advocate—it is naturally received by its 
readers without suspicion. Indeed, 
union members tend to regard the labor 
press as the only “free” press in the 
country. 

Following the labor press with dis- 
crimination, therefore, is one way 
to keep up on the current state of mind 
of wage earners. It is a part of their 
environmental influence, it conditions 
their psychology, it offers a key to their 
behavior. 

Certain institutions are consistently 
“panned” in these papers. Sponsor- 
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ship of the most salutary measures by 
such organizations makes them im- 
mediately suspect in labor circles. On 
the other hand, some organizations 
that are in labor’s doghouse today may 
emerge tomorrow bedecked with la- 
bor’s orchids as a result of some re- 
versal of policy. Witness recent 
history among the big radio networks 
that experienced a grand right-and- 
left in labor favor due to their 
varying policies toward giving labor 
free time on the air; or the earlier his- 
tory of “Big Steel,” which changed 
from black to white after it signed up 
with C.I.O. Not long ago Communist- 
dominated unions were written down 
as the chief saboteurs of industry; to- 
day they are for full production and ail- 
out cooperation. (A prominent utility 
company, apparently not aware of the 
inner strategy reflected in this change, 
recently bought expensive newspaper 
space to anounce that private industry 
must be all right since even the Com- 
munists are for it!) 

The labor movement in America has 
passed out of the stage of being a 
“cause” to that of being a “power.” 
With treasuries bulging, union hierar- 
chies competing for members, boards 
of strategy concentrating on plans, and 
over-all the benevolerit sanction of the 
government and even the influence of 
international forces, union leadership 
is now engrossed in the politics of con- 
trol, the domination of the multiplex 
structure which it has erected. This 
is not to say that the labor movement 
in Iowa, for instance, will not con- 
tinue to retain some distinguishing and 
relatively constant characteristics com- 
pared with its counterpart, say, in 
Newport News or Seattle. Such dis- 
tinctions due to geography, industry 
and racial differences will persist and 
need to be known. But from the 
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standpoint of public relations, the 
unique features of any particular union 
may be very much less important at a 
given time than the trend of battle 
for top union control. Leadership 
changes can occur very rapidly, and 
with them shifts of policy may take 
place that will overnight outmode the 
best-made plans. 

Never before have such large seg- 
ments of the American public been in- 
dexed for action at the - behest of 
extra-governmental authority. Never 
were they so subject to indoctrination 
through such specialized media and 
disciplines as union leaders now com- 
mand. Anyone concerned with sound 
labor public relations must recognize 
the present state of the labor movement 
and its current objectives, understand 
its mutability, be not misled by its 
weaknesses, and accept the fact that it 
is a permanent part of the American 
scene. Whether its effusions are angry 
or eloquent, it enjoys a large and 
ready audience. 

Union organizations have been so 
preoccupied in recent years with prob- 
lems of growth that they have some- 
times appeared indifferent to their own 
status before the general public. This 
is now being changed. Borrowing 
from politics and business, labor has 
combined the techniques of the ward 
politician with the advanced arts of ad- 
vertising, radio and the press, and has 
constructed its own public relations on 
the basis of proved precedents. The 


success of its program has had a ten. 
dency to reveal its own weaknesses— 
its prominence has caused it to sufier 
as it were from exposure. “If we are 
to achieve a greater respect from the 
general public or even maintain that 
now held,” editorializes a prominent 
midwest labor journal, labor must clean 
its own house. If it doesn’t, the editor 
continues, “we are going to take the 
same kicking around industry has suf- 
fered in the past decade. And two 
wrongs still do not make a right.” 

The organ of one of the big inter- 
national unions confesses, “If there is 
one place where the labor movement 
has been weak during recent years, it 
is in the public relations department. 
In the postwar era labor can undoubt- 
edly look forward to an accelerated 
barrage of anti-labor propaganda. It 
can successfully be fought only by get- 
ting before the general public the true 
mabe S'S? 

In the “Letters to the Editor” de- 
partment of one of the most powerful 
labor papers in the country a correspon- 
dent suggests, “I think the word ‘union’ 
should be dropped when referring to 
organized labor. .. . Many people seem 
to suffer bursted eardrums when you 
mention the word ‘union.’ ” 

Here, from the book of labor, are 
some of the keys to labor public rela- 
tions—put your house in order, tell the 
truth, talk a language that will be ac- 
ceptable. 


Houdini Technique 


IRRORS are aiding one man to do the inspecting formerly requiring two 


men at the Mengel Company plant in Louisville, Ky. 


The originator of the 


idea, Raymond Hiatt, rigged up a mirror across the assembly line from his 
station, and by looking at the reflection he is able to do two men’s work. The 
idea earned him $416, half the savings made possible by his device. 


—-Commerce 6/45 
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Office Management 


Office Burglary and Robbery Insurance 


stenographer leaving her office 

for lunch and returning to find 
the office was broken into and her type- 
writer had disappeared. Investigation 
shows that office machines are being 
stolen from offices in well-known build- 
ings in the best business districts. 
Have you ever considered the value of 
your office equipment and the financial 
loss you would incur if your office 
were burglarized? Under the Office 
Burglary and Robbery Insurance 
Policy, 24-hour-a-day protection 
against such losses is provided. 

This policy, which has been available 
for the last 10 years, is especially in- 
tended for tenants of business or pro- 
fessional offices in office buildings. Its 
premium is so low that it is not offered 
to persons who have merchandise on 
the premises for sale, manufacture, 
cleaning, repairing, processing, storage 
or distribution. In addition to office 
equipment (office machines, furniture, 
tugs, etc.), the Office Burglary and 
Robbery Policy covers loss of money 
and securities under six other insuring 
clauses, as follows: 


Inside Robbery. Loss of money, secu- 
rities and other property from within the 
premises by robbery. 

Outside Robbery. Loss of money, se- 
curities and other property from the pos- 
session of a custodian outside the prem- 
ises. 

Kidnapping. Loss of money, securities 
and other property when the custodian 
has been kidnapped and forced to open 
the office, provided such loss occurs be- 
fore the premises are next open for 
business. 

Safe Burglary. Loss of money and 
securities from the safe or vault after 
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felonious entry has been made into the 
safe or vault (there must be some indica- 
tion that the entry was made by force). 

Burglary from Night Depository or 
Residence. Loss by burglary from a 
night depository in a bank or by burglary 
from within a home or apartment occu- 
pied by a custodian. 

Damage to money, securities and other 
property, including glass lettering, caused 
by burglary or robbery. 


Coverage under the above sections 
is in addition to the provisions of the 
policy covering loss of machines, furni- 
ture, equipment, fixtures, instruments, 
slides, rugs, pictures, trophies and dra- 
peries. Such loss may be the result 
of a burglary, robbery, theft or larceny. 
The standard form of the Office Bur- 
glary and Robbery Policy provides 
$250 coverage under each provision. 
Under the seven sections of the policy, 
the total coverage is $1,750. Office 
tenants who find this amount inade- 
quate may increase it in multiples of 
$250. 

The policy’s conditions define the 
“property” that is to be covered. In- 
cluded are money, which means cur- 
rency, coins, bank notes and bullion; 
securities, which means all negotiable 
and non-negotiable instruments of con- 
tract representing either money or 
other property; and office equipment, 
which includes furniture, fixtures, 
equipment and other articles except 
merchandise and articles held for sale 
in the course of trade, and samples or 
material and other property in the 
course of manufacture or held for clean- 
ing, repairing, processing, storage or 
distribution. 

Property may be either owned by the 
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occupant of the office or held by him in 
any capacity, which may or may not 
make him liable for its loss. The policy 
provides that the insurance company, 
at its expense, will defend the insured 
against legal action for recovery of 
property held by the insured and lost, 
regardless of whether the policy actu- 
ally covers the loss of this property. 
One important provision of the pol- 
icy is that records must be so kept that 
the insurance company can accurately 
determine the true loss. The policy 
does not cover loss of property owned 


Policies on 


by the United States Government or 
held by the policyholder as postmaster; 
nor does it cover the loss of manu. 
scripts, records or accounts or any loss 
caused or contributed to by fire. 

In Los Angeles, Detroit, St. Louis 
and Cleveland, the premium is $20 per 
year. In Omaha, St. Paul, New York 
City and elsewhere in the East, cover- 
age can be had for $17.50; in Chicago, 
for $25; and almost everywhere else in 
the United States, for $17.50. By 
C. A. Wiporc. The Office, April 
1945, p. 33:2. 


Tardiness 


i a recent survey of management's attitude toward tardiness, the Office Manage- 
ment Association of Chicago found that about half the companies studied use 


time clocks and the other half use hand-posted records. 


Employees of 90 per cent 


of the companies are not required to sign a time book when tardy, or to sign 


individual tardy slips. 
companies. 


No verbal explanation is required in 90 per cent of the 
Of the 53 companies replying to the question, “Do you have a tolerance 


of time before an employee is considered tardy?”, 23 have tolerances, varying from 
three to 19 minutes, and 30 companies allow no tolerances. 
Eighty-five per cent of the concerns furnish information on whether employees 


were “docked” for tardiness, stated that no such deductions were made. 


Queried 


whether they offered rewards for punctuality, 55 of 57 companies reported in the 
negative. None of the 57 companies grant time off for punctuality. However, 52 
of the firms post a monthly list of punctual employees. 


Better Office Lighting 
RTHUR A. BRAINERD, of the Philadelphia Electric Company, is a light- 


color enthusiast for offices. 


He says, “Refinish the ceiling with a white or 


cream paint of at least 85 per cent reflection, have the walls, floor and all office 
furniture refinished in expertly selected hues of at least 70 per cent reflection, and 
illumination will be increased 100 per cent.” This estimate is based on the assump- 
tion that you work in an office with only 10 to 12 footcandles of light, dingy buff 
walls, ceilings dingy and also buff—or maybe “dark white” from smoke—and 
golden oak desks. 
Tests have shown that eye fatigue is relieved when light-colored desk tops ~ 

are used, and that errors in calculation are measurably decreased. 

—American Business 5/45 
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Personnel 


Planning for Visual Aids Training 


industry’s shoulders for several 

years after the war will be the 
job training of returning soldiers, and 
the building and maintaining of sound 
attitudes among all employees—at a 
time when war-end confusion and dis- 
yppointments may strongly tend to pro- 
duce undesirable attitudes. Both are 
problems whose solution may be 
powerfully aided by increased indus- 
trial use of motion pictures and other) 
pictorial devices collectively known as 
“visual aids.” 

To take stock of an individual com- 
pany’s use or potenial use of visual 
aids in employee training, the first step 
—whether taken by top executive, 
personnel director, superintendent or 
foreman—is to consider the specific 
problems of the company or depart- 
ment which are plainly in the subject’s 
scope. Simultaneously, the cost of 
these problems, if left unsolved or but 
partly solved, should be measured; 
conversely, the value may be estimated 
of the achievement of something ap- 
proximating a complete solution. 

Obviously, the number of employees 
constitutes the first factor in determin- 
ing the size of the problem. Hence 
it is logical for an executive to begin 
by estimating how many workers will 
be on his company’s or his depart- 
ment’s payroll during a specified series 
of postwar years. From the standpoint 
of training for sound attitudes 
(morale), that will be the number 
of individuals with whom the company 
or department must deal. 

Next, make an estimate of the num- 
ber of returning veterans or other new 
employees who will be absorbed in the 
same time. To them add the number 


Tie of the biggest problems on 
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of present employees who probably 
will be shifted in their jobs, and take 
account of other expectable turnover. 
The combined total represents the 
principal number of employees who 
will need major or minor training, 
possibly with visual aids, in the matter 
of job skills. : 

At this point ask: How costly will 
it be if these people are not properly 
trained for skillful execution of their 
jobs; or how costly will it be if they 
are trained by present methods? 

Then ask: How costly will it be if 
either or both new and old employees 
are, for want of adequate morale 
training, left to develop unsound or 
uncooperative attitudes? 

Finally ask: What good does it do 
to teach high efficiency in job skills, if 
the improvement in capacity is offset 
or nullified by an unfriendly attitude 
on the part of the possessor? 

Job training and morale training are 
economically inseparable; no part of 
the general problem of employee train- 
ing can be cansidered adequately with- 
out considering its relationship to all 
the other parts. An example of this 
relationship may be found by consid- 
ering the extent to which miorale 
training may reduce employee turn- 
over, and thus reduce the size of the 
job training program. A number of 
companies have found that morale 
training has been worth its cost in this 
respect alone, in addition to its value 
in other directions. 

The degree of necessity for the use 
of visual aids tends to increase in in- 
verse ratio to the intelligence quotients 
of the classes to be taught. This does 
not mean it is recommended that: visu- 
al aids should not be used with groups 
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of a high mentality. On the contrary, 
visual aids are usually just as relatively 
helpful to groups of high intelligence 
as to those of low. However, it does 
mean, for example, that an executive 
might reasonably classify a certain 
visual aid as a luxury item if the po- 
tential users, by virtue of high intelli- 
gence, could get along without it, but 
might classify it as a necessity if the 
potential users were persons of below- 
average intelligence. 

Other points to consider in the 
program-fitting stage include the need 
for measuring the extent to which 
visual aids may simplify and improve 
the induction of new employees, and 
the extent to which pictorial methods 
may increase the effectiveness of 
health and safety methods. It is neces- 
sary also to consider a number of other 
factors, including auditorium or other 
exhibition facilities, and the adequacy 
of the personnel and training staff. 

The following are some of the prin- 
cipal types of visual aids: 

1, Motion Pictures: Whenever it is 
desirable to show a continuous flow of 
action, motion pictures are in a class 
by themselves. Continuous motion is 
frequently recommended for teaching 
the operation of machinery, and for 
dramatic presentations of morale- 
building themes. 

Standard-size movie films are 16 
‘and 35 mm. For most purposes one is 
as good as the other, but the latter is 
preferred for use in large auditoriums. 
Films ‘with sound cannot be used on 
silent projectors, but silent films can 
be used with sound projectors. 

2. Slides: Lessons may be pre- 
sented also by pictures projected from 
a sequence of individual slides. These 
may show successive stages of a proc- 
ess or theme but without the illusion 
of motion. Slides, either of glass or of 
mounted films, are convenient when it 
‘is desired to concentrate attention on 
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individual scenes for indefinite periods, 

Projectors for slides come in sizes 
to accommodate audiences of 50 to 
several hundred persons. Original 
pictures may be made with still 
cameras. Written or printed text is 
easily added. 

3. Strip-slides: Sequences of 50 to 
150 scenes are joined into a single 
film when strip-slide equipment is 
used. This has the advantage of pre- 
venting mix-ups or undesired omis- 
sions. Often the sequence is arranged 
to synchronize with recorded sound, 
but any scene can be prolonged. 

Rolls of strip-slides are compact and 
convenient for storing. Projectors are 
adequate for showings to as many as 
several hundred people. 

4. Opaque Projections: Ordinary 
photographs or printed material such 
as magazine clippings may be pro- 
jected on enlarged screens by use of 
opaque projection equipment. Simplic- 
ity and convenience of equipment and 
materials are among the advantages, 
but greater room darkness is required. 
Usual projection range maximum is 
about 35 feet. 

5. Other Types: Enlarged diagrams, 
photographs, charts, drawings and 
cartoons are all useful forms of visual 
aids for specific purposes. So also are 
overscale and underscale models of 
machinery, machine parts or tools. Il 
lustrations in manuals and textbooks 
likewise are visual aids and perform 
an important function. 

To obtain the equipment needed for 
a specific company’s program is rela- 
tively simple once it is known fairly 
clearly just what the needs are. In the 
process of program-building, therefore, 
it is helpful to study the numerous 
catalogs of materials, such as motion 
pictures, and their uncatalogued alter- 
natives, such as wall charts and models, 
as a supplementary method of discov- 
ering what is needed by the prompting 
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prices. For example, the National 


1z€S BH available. : _ Safety Council quotes a price of $1.50 
) to There are several dozen commercial per day for use of its sound movie, 
inal BH producers with catalogs available for “Danger: Women at Work”; its pur- 
stil the asking. A number of companies chase price is $42.50. 
t 18 BH. also have visual aids to lend, to help Although a number of companies 
explain the uses and servicing of their have made morale films of their own, 
0 to products to employees of other con- most concerns find it best to rely on 
ngle cerns. standardized commercial offerings or 
ts Despite the range of ready-made on the output of certain national or- 
pre- @ materials, there are some purposes for ganizations which offer films to indus- 
mus: @ which only a custom-built set can trial users without charge. 
iged properly fill the need. This applies Evolutionary forces are at work to 
und, HB inost frequently to induction training, develop further improvements in visual 
because the detailed information on aids, and no program planning is com- 
and company policies, union relations, plete without considering them. Fore- 
are & grievance procedure, locker accommo- most are forces impelling improve- 
y as dations, insurance, etc., necessarily ments in visual aids for morale. Other 
varies among companies. improvements are being developed in 
aes Prices for visual aids vary greatly, aids for job training, induction, and 
such ff to the extent that they are governed safety and health, but these categories 
pro- § by production costs, market demand, already have become so advanced that 
E of and similar factors. A custom-built in- they are less likely to encounter rapid 
plic- § duction motion picture film may cost changes from now on. 
and from $25,000 up. But a single copy of There will be numerous new aids for 
ges; Hf a ready-made movie such as the U. S. teaching supervisory personnel new or 
ired. ff Office of Education’s film to teach better ways to handle their jobs. Some 
nS § “Drilling, Boring, and Reaming Work of these will cover such problems as 
Held in Chuck” is only $18.35. Simi- the relationship of foremen to return- 
ams, larly, a private commercial producer’s ing veterans, and the supplementary 
and set of 27 slide-film units, consisting of problem of dealing with those who are 
sual 1606 scenes, on “Fundamentals of psychoneurotic. By Ricwarp R. Try- 
até @ Shopwork,” costs only $90.50. Many on. Factory Management and Main- 
3 : visual aids can be rented at still lower tenance, March 1945, p. 109:7. 
ooks 
‘orm 
| for . ‘ 
rela- Studying Veterans’ Problems 
airly | egy cec ya created by ex-servicemen are studied for two hours each week by 
1 the Buick Motors Division supervisors as part of the Buick executive training pro- 
fore, gram. Advantages of a sympathetic, helpful attitude toward the veteran are 
rous stressed. The supervisors, however, are reminded that the veterans should not be 
tion set up as a separate group, the objective being rather the establishment of proper 


work relationships so that veterans can take their place with fellow workers on a 
Iter- job that they are capable of handling. 


dels A motion picture of the Buick process in hiring a veteran is shown foremen, 
‘ general foremen, assistant superintendents and superintendents, who are especially 
COV- trained to handle the veterans’ readjustment. In connection with veteran placement 
ting all groups study the G.I. Bill of Rights, individual cases, the wishes of the armed 
forces in the matter, and company policy. 
—Dun’s Review 4/45 
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N recent years the Conference 

I Board’s surveys have indicated a 
growing trend toward liberalization 

of vacation plans. In part this has 
been due to the desire of many com- 
panies to bring their vacation policies 
in line with industry and area prac- 
tices; in part it has been due to the 
desire of companies with plants in sev- 
eral areas to follow a uniform plan in 
fairness to all their employees; and in 
part it has been the result of union 
negotiations. The War Labor Board 
has approved a-number of these plans. 

Of 175 companies surveyed, 32 re- 
port some. liberalization in vacation 
plans for wage earners since 1944; 
seven companies report a more liberal 
plan for salaried workers. Changes 
involved in these plans include the fol- 
lowing: increases in vacation time and 
payment of vacation allowance where 
separations occur, establishment of 
more lenient measures of eligibility, a 
tendency to reduce the effect of ab- 
sences for illness and personal reasons 
on continuous service and vacation 
rights, allowances in time or pay for 
holidays that fall within the vacation 
period, and extra vacation allowance 
for long service. 

Eligibility for vacation allowance is 
rather generally stated in terms of 
years of service, but definition of “a 
year of service” varies considerably 
from company to company. Many 
companies define a year of service in 
terms of a minimum number of hours 
worked. In some concerns the work 
requirements as well as the vacation 
credit are graduated. Here is a good 
example of this plan: 


GOD hours. os... we. 1 day 
800 hours ............ 2 days 
1Oeo hows... 6c. 6: 3 days 
DE TIES -onn5 5 oss c10 90.0 4 days 
ir 5 days 
Jy a 6 days 


- hourly workers. 





Trends in Vacation Policies 


As a rule, vacation plans fall into 
one of two classifications—graduated 
or uniform. Under the graduated type 
of vacation plan, only a minimum 
amount of service is required before 
an employee is eligible for a brief paid 
vacation. The length of vacation al- 
lowance increases with additional 
length of service in accordance with an 
established schedule until the maxi- 
mum vacation allowance is reached. 
There is, however, considerable varia- 
tion among graduated plans in the rate 
at which the service requirements ap- 
proach the maximum vacation allow- 
ance. For instance, one group of 
companies allows wage earners a half 
day’s vacation for each month’s serv- 
ice after three to six months’ initial 
service. Another group grants one 
day’s vacation for each month’s service 
after three to six months’ employment. 
But both groups give one week’s vaca- 
tion after one year’s service and two 
weeks after five years of service. 

The uniform type of vacation plan 
sets vacations of uniform length after 
initial qualification. Jn this type there 
is little or no variation once the em- 
ployee qualifies. The uniform tyne is 
generally found in companies whose 
plants close down for a week, although 
this type of plan is not confined to the 
shutdown plant policy. Employees in 
shutdown plants who may be entitled 
to two weeks’ vacation are allowed to 
take the second week at another time. 

Fifteen of the 175 companies covered 
in this study count overtime hours in 
determining vacation eligibility for 
Only five of- these 
companies consider overtime hours in 
computing vacation credit for salaried 
workers. One company counts as 
much as 1,000 overtime hours in com- 
puting vacation service requirements 
and pay. 
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What practice is followed if an em- 
ployee has not quite enough service to 
entitle him to a vacation under the 
existing company policy? Of 159 
companies for which information is 
available, approximately half make no 
exceptions to their minimum service 
requirements with respect to either 
wage earners or salaried employees. In 
the companies in which exceptions are 
permitted, the adjustments appear to 
vary considerably. Special considera- 
tion often depends on the employee’s 
personal record with regard to ab- 
senteeism and tardiness. In a few 
of these companies the supervisor has 
the authority to make the decision. 

Of the 175 companies surveyed, 76 
employ part-time workers. Thirty-one 
of these companies have no established 
paid vacation plan for the relatively few 
part-time workers employed. Thirty- 
eight concerns make a vacation pay- 
ment and time allowance on a propor- 
tionate basis to part-time wage: and 


salary workers, using the regular vaca- 
tion schedule for full-time employees 


as the pattern. Seven companies re- 
quire part-time workers to qualify 
wider the same schedule that covers 
full-time workers. 

Of 480 companies covered by this 
and previous surveys, a number have 
established plans for rewarding em- 
ployees with long service records by 
granting them additional paid vacation 
time. Twenty-four of these companies 
report that they reward wage earners 
this way ; 27 companies do the same for 
salaried employees. 

Because of war production demands 
many companies have increased their 
normal workweek hours, and a number 
of them include hours worked over 40 
in computing vacation pay. War La- 
bor Board approval is not required for 
vacation pay on the basis-of a length- 
ened workweek when a union coritract 
providés for one or two weeks’ vaca- 
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tion with pay, and when the contract 
does not refer specifically to the num- 
ber of hours in the workweek on the 
basis of which vacation pay is to be 
computed. When the contract pro- 
vides for a one- or two-week vacation 
and when an extended workweek has 
been adopted after the execution of the 
contract, vacation pay may be given 
withdut the Board’s approval on the 
basis of the current or lengthened 
workweek—but the vacation pay in 
this instance must be limited to 
straight-time pay for the number of 
hours in the extended workweek, ex- 
cluding overtime and night-shift pre- 
mium payments. 

Weekly hours of work in the com- 
panies included in this survey range 
from 40 to 60 for wage earners and 
from 35 to 60 for salaried workers. 

In cases of layoffs, almost 50 per 

cent of the 175 companies pay vacation 
allowances to eligible wage earners and 
salaried employees. Temporary lay- 
offs do not interrupt continuous serv- 
ice, nor do they delay the date of 
eligibility for vacations. Although all 
service requirements for a vacation al- 
lowance in case of layoff must gener- 
ally be completely fulfilled, some 
companies pay a fractional part of the 
allowance where the lack of eligibility 
is slight. 
’ In cases where employees volun- 
tarily resign, 109 of the 175 companies 
feel no obligation to pay vacation al- 
lowances to wage earners; 1)8 com- 
panies do not pay such allowances to 
salaried personnel. All the companies 
making vacation payments to em- 
ployees who quit report that these 
payments may he forfeited if some 
notice of leaving is not given. Most 
often, length of service is the govern- 
ing factor in meeting the problem of 
quits. 

In cases of dismissal or discharge 
for cause, 43 companies pay a vacation 


223 








allowance to wage earners, while 110 
do not. Forty-four companies pay it 
to salaried workers, while 113 do not. 
A few companies report that these 
cases are .decided on an_ individual 
basis, with considerable generosity 
being shown by management. 

In 54 companies the vacation allow- 
ance due to a wage earner or salaried 
employee is paid to next of kin itt case 
of the employee’s death. 

In 91 of the 175 companies it is felt 
that when wage earners have estab- 
lished vacation eligibility, excused ab- 
sence for sick leave, leave of absence, 
or absence for personal reasons does 
not constitute a break in service unless 
it exceeds the time approved. Thus 
vacation credit is given for the period 
of absence. The same holds true for 





salaried workers in 111 companies, 

Ninety-eight, or 56 per cent, of the 
companies state that if the 1945 sched- 
ule is heavy enough wage earners will 
be paid a vacation bonus in lieu of ae- 
tual time off. Eighty-five, or 49 per 
cent, of the companies will do the same 
for salaried workers. 

Fifty-six companies insist that wage 
earners take time off in order to be 
paid a vacation allowance. Seventy- 
four companies also insist on this for 
salaried workers. 

A significant number  (approxi- 
mately 80 per cent) make some pro- 
vision for holidays falling within an 
employee’s vacation time. 

Vacation Policy in 1945, National 
Industrial Conference Board, Ine. 


May, 1945. 


Ideas to Help You Solve Car-Sharing Problems 


ITH cars leaving the road at the rate of 4,000 a day, the problem of con- 
tinuing adequate transportation for industrial workers is becoming increas- 


ingly difficult for foremen and personnel officers. 


Tips on how plants in various 


communities are trying to solve this problem are summarized: 

Bus transportation for workers at Douglas Aircraft Corporation, Tulsa, Okla., 
has been restudied and large maps showing routes and schedules posted at all gates. 

Priority on repairs to employees’ cars has been negotiated with a garage near 
the Cleveland, Ohio, plant of Chase Brass & Copper Company. Employees can 
have repairs made while they are at work. The car committee also helped charter 
three buses to carry workers from Painesville and Fairport for a nominal fee, 
while the company purchased another bus to supplement streetcar service. 


United Wire & Supply Company, Providence, R. LI., 


has expedited parking, 


and all cars have been winterized through committee efforts. 


Bath Iron Works, Bath, Me.. 


one of the first four-per-car plants in the 


country, has installed facilities for lubrication and motor tune-up right at the yard. 
When spare parts are not available, they are ordered through the company office 


in Boston. 


A tire-loaning service takes care of the recap problem. 


The work of transportation committees is considered so important by OPA 
that it has set up a citation award to those which satisfy a five-point set of 


standards. 


—Supervision 3/45 





Sick-Leave Provisions in Union Agreements 


F 5,000 collective agreements examined by the Bureau of Labor Statistics, 
350 provide paid sick leave, three-fourths of these being found in non-manu- 


facturing industries. 


Some of these stipulate full pay for a limited period, others - 


a portion of full pay for a limited period, and a few merely supplement group 


insurance or workmen’s compensation benefits. 


The maximum leave provided 


varies from three days for all regular employees to 52 weeks per year for em- 


ployees with long service. 


Paid-sick-leave provisions~ are fairly 


prevalent in 


agreements covering workers in the electric, water and gas, and the telephone 


and telegraph industries ; 


and in those covering office and professional, wholesale 


and retail trade, and state, county and municipal workers. 





—Monthly Labor Review 5/45 
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Factories of the Future 


HE essential features of the 
Toeser factory are not the brick 
and steel of the outside walls, but 
the production layout on the working 
floor, the arrangement of the assembly 
line, the lighting, ventilating, heating 
and cooling, and the facilities for the 
employees. A generation ago the cost 
of the factory building proper was 75 
per cent of the total plant construction 
cost; the other 25 per cent went into 
lighting, heating, plumbing, etc. Today 
the percentages in some cases are 
almost reversed. Plumbing may ac- 
count for 10 per cent of the total cost, 
air conditioning for 20 per cent, light- 
ing for another 20 per cent. Thirty 
years ago factory lighting cost from 
three to four cents per square foot; 
today it costs from 70 cents to $1.50. 
Some of the new factories operate 
under completely controlled conditions. 
The phrase “controlled conditions” 


means just what it says: temperature, — 


humidity, sound and light inside the 
plant are controlled by man. In addi- 
tion to the air-conditioning equipment, 
electrostatic précipitators remove dust 
and smoke, soundproofing materials re- 
duce noise, and artificial lights replace 
or augment the shifting light of day. 
Midnight is the same as noon, January 
The chief purpose of all 
these improvements is to increase 
manufacturing efficiency and the com- 
fort of the workers—the two are really 
indivisible. 

One of the controversies among the 
leading designers at the moment is 
whether or not a controlled-conditions 
plant should be windowless. They 
agree that the simplest, cheapest hous- 
ing for a completely controlled plant is 
a windowless, insulated box. Less 
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heat escapes in winter or enters in 
summer than in a plant with windows ; 
no crosslight or shifting light disturbs 
the evenness of high-intensity illumina- 
tion; no dust or smoke blows in from 
the outside. All these conditions are 
particularly desirable for precision 
work, in which the heat of the sun 
might expand one metal part 1/10,000th 
of an inch and cause the failure of a 
delicate instrument, in which the sweat 
of a man’s hand might start corrosion 
of a thin steel plate, or dust destroy 
the smooth workings of small precision 
parts. Bright, non-glaring light is of 
first importance in any factory, and 
the same amount of light at all times 
of day or night is necessary (again 
particularly in precision work) when 
more than one shift works with the 
same machines and materials. Elimina- 
tion of windows makes all these con- 
trols easier. 
However, there are certain draw- 
backs, mainly psychological and esthetic. 
The chief complaint of workers in 
windowless plants is that they cannot 
tell what the weather is like. In one 
plant the management has installed a 
system of lights to report on the 
weather (green means sunshine, red 
means rain) ; at another the doors are 
opened several times a day during 
smoking periods, and even workers 
who never smoke rush to look at the 
sky. The chances are that postwar 
controlled-conditions plants will have 
at least a slot of light, if only to avert 
complaints of claustrophobia. With no 
blackout regulations, with less need for 
night work, and with the further de- 
velopment of insulated and directional 
glass and a new glass that admits light 
but keeps out heat and diminishes glare, 
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there will be little reason for building 
completely windowless plants. 

As a matter of fact many more work- 
ers complain about air conditioning 
than about the lack of windows. Every 
cold, every headache is blamed on air 
conditioning. In some instances there 
have been ill effects from leaving a cool 
building for intense outside heat, but 
most plant engineers, even in the hottest 
weather, keep the temperature only 
from five to 15 degrees cooler than 
outside temperature and allow it to rise 
shortly before shift changes to minimize 
the difference. 

Designers disagree to a certain ex- 
tent about the kind of plant in which 
controlled conditions should be used. 
All agree that complete control in- 
creases efficiency in a precision-instru- 
ment factory or in a plant making any 
product affected by humidity, tempera- 
ture, or variation in lighting. Con- 
stantly even light is of great impor- 
tance, for example, in a textile mill, and 
moisture control in a paper plant. In 
automobile assembly, however, con- 
‘ trolled conditions are non-essential ex- 
cept for the physical or psychological 
effect on employees. On that score it 
is likely that many ex-warworkers will 
be unhappy if they have to move from 
air - conditioned, well - lighted, sound 
proofed plants into hot, dusty, dark, 
noisy plants. Generally speaking, de- 
spite complaints, controlled-conditions 
plants have low absentee and accident 
rates. at 

There is controversy between those 
who believe that almost all manufactur- 
ing processes should be housed in 
single-story plants and those who see 
wider uses for multi-story. Some 
architect-engineers believe that almost 
all factories should be one story, with 
the addition of mezzanine balconies 
for certain subassembly lines and ser- 
vices. -One designer thinks that he 
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could build even flour mills on on 
floor—though long tradition has estab- 
lished a strong belief that all cered 
plants must have free gravity flow, and 
to change from gravity to straight-line 
production would require a lot of 
money for new machinery. 

Many of the postwar plants will bk 
lighted by fluorescent lights or the 
newer cold-cathode tubes. Some food- 
processing and drug plants will use the 
sterilizing lamps now installed in peni- 
cillin factories. Floors in precision- 
instrument plants will be of hard, easily 
cleaned maple; in plants where heavy 
machining requires a stronger surface, 
concrete (which is cheap) or a creo- 
soted wood-block floor (which is easier 
on the workers’ feet) will be used. 
Walls, insulated with hollow tile, Fiber- 
glas or mineral wool, will be light- 
surfaced or sealed with light-colored 
glazed tile to reflect illumination. The 
working surfaces of machine tools will 
be painted in special colors to sharpen 
the outline of the work; service pipes 
and valves will be in distinctive colors. 
Color will be used more extensively 
than it is now, to improve visibility, 
lessen eyestrain, reduce accidents, and 
to give a brighter, cleaner aspect to the 
plant. 

Some plants or departments prob- 
ably will be heated with radiant heat in 
the floor or walls. In addition to tim- 
ing devices to regulate heating and air 
conditioning and the already well-tried 
electric-eye door controls, there are 
possibilities of electronic control of the 
quality of certain work. No services 
or facilities will be allowed to obstruct 
working areas: power lines and service 
ducts will be underground or strung 
along the overhead trusses and piped 
to convenient outlets in columns of 
floors; employees will travel to and 
from their benches by way of basement 


_ tunnels ; washrooms and other employee 
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facilities such as cafeterias and hos- 
pitals will be located off the main floor, 
either on balconies, in basements, or in 
the connecting link between the admin- 
istration building and the plant. The 
emphasis will be on convenience, speed, 
comfort, and economy of operation, al- 
though by no means will all plants have 
all the available controls and facilities. 

A modern completely conditioned 
plant costs from $5 to $8 per square 
foot to build—almost twice as much as 
the old type of factory. Actual com- 
parisons are hard to make, and actual 
costs of new buildings have not been 





made public because many of the war 
plants have been built by the govern- 
ment and full information regarding 
costs has not yet been disclosed. In 
the windowless Studebaker airplane- 
engine plant at South Bend, Indiana, 
the savings in fuel make up for the cost 
of cooling. The Norden plant near In- 
dianapolis requires only one-tenth of 
the steam that would be needed to heat 
a daylight factory of similar size. In 
general, plant managers and engineers 
are satisfied with the efficiency and 
economy of the new buildings. Fortune, 
May, 1945, p. 126:7. 


Strikes and Lockouts in 1944 
Pe 1944, there were 4,956 strikes and lockouts, involving approximately 


2,116,000 workers. 


about 8,721,000 man-days, or 0.09 per cent of the available working time. 


Idleness resulting from these stoppages amounted to 


About 


70 of each 1,000 wage earners employed were involved in a work stoppage at some 
time during the year, and were idle an average of 4.1 workdays. Sixty-nine 
strikes followed strike votes conducted by the National Labor Relations Board 
under the War Labor Disputes Act, but the workers involved in these disputes 
constituted less than 5 per cent of all workers involved in stoppages. The National 
War Labor Board was directly concerned with 1,629 strikes and lockouts during 








the year. 


—Monthly Labor Review 5/45 


Marketing Management 


Selective Selling Cuts Distribution Costs 


F your company is typical, it draws 
80 per cent or more of its volume 
from 20 per cent or less of its pros- 

pects. This fact emphasizes the need 
for an organized sales control plan 
which will enable the sales department 
to concentrate its major efforts on the 
grade A accounts. 

The heart of any planning depart- 
ment is the customer record system, 
supplemented by market surveys, trade 
teports and ‘market research. All are 
used as a basis for selective selling, 
which means the direction of salesmen 
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and sales effort to those customers whu 
have business available in sufficient 
amounts to be handled on a profitable 
basis. The lack of current and con- 
tinuous records may be responsible for 
neglect of prime customers by too in- 
frequent calls, resulting in loss of busi- 
ness. 

In order to visualize a sales territory 
clearly, it is necessary to classify ac- 
counts according to (a) orders received 
during a definite period (say, the past 
three years, or the last three prewar 
years) and (b) available business or 
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potential buying power (obtained from 
estimates of members of the sales staff 
based on information from customers, 
industry statistics, trade reports, etc.). 

It is well to start with a minimum of 
classes, such as the following : 


Group I—Accounts developing full profit. 

Group II—Marginal or partly profitable 

accounts. 

Group IIJ—Unprofitable, but large enough 

to record. 

Group IV—Too small to record or con- 

tact. 

We are now faced with the problem 
of determining a set of limits. These 
depend on the type of sales coverage 
being used. If it is direct solicitation, 
we can set as a minimum of contacts 
four calls per year, research having 
shown that fewer contacts are not 
likely to be effective. To the cost of 
the calls add other sales expenses, such 
as direct mail, calendars, diaries, space 
advertising, and sales overhead. (A 
call, according to questionnaire replies 
of 50 national sales managers, is a per- 
sonal interview with an individual able 
to influence purchases. Telephone con- 
versations are not calls.) 

The direct cost of a call may be de- 
termined by dividing the salesman’s 
total yearly compensation plus his ex- 
penses by his total yearly calls. His 
total yearly calls will depend upon the 
type of selling. For a jobber salesman, 
daily calls may average 10 to 15, while 
a technical or engineer salesman may 
be able to make only three or four calls 
per day. 

In addition to defining limits con- 
cerning the costs and frequency of sales 
efforts, the companies in groups I-IV 
must be classified as to value of aver- 
age annual orders and their sales 
potential for the following year must 
be estimated. 

This analysis suggests the following 
sales plan for the various groups: 

Group I—Accounts merit every con- 
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centration of sales effort up to satura 
tion. 

Group II—Customers can be han. 
died by junior men under supervision 
of seniors, and direct mail to the less 
important executives can be increased. 
Consideration also can be given to the 
use of jobber contacts under close su- 
pervision. 

Group II]—Accounts are obviously 
jobber accounts and often can be made 
profitable through combination of other 
purchases, together with the lower cost 
of jobber sales efforts. 


Group IV—Accounts also should be 
carefully watched, but for somewhat 
negative reasons. One important rea- 
son is that if there is any attempt 
.made to keep a record of them, they 
will build up the number of records 
so fast that the entire system will crash. 
In a normal year these accounts may 
be 60 per cent of the total on the books, 
and rarely are they regular buyers, so 
their build-up is cumulative. 

In adopting this classification meth- 
od, a large manufacturer of industrial 
machinery made a sample analysis of 
2,500 accounts buying about $7,000,000 
in total product during three consect- 
tive years, 1929-1931. These accounts, 
representing two eastern and two mid- 
dle western territories, were selected 
at random, and the size of the sample 
was sufficient to produce constant re- 
sults. It was found that 11 per cent 
of the accounts, falling into Group |, 
furnished 93 per cent of the annual 
orders; 13 per cent of the accounts, 
representing Group II, were respons- 
ible for 5.2 per cent of annual busi- 
ness; and the remaining 76 per cent 
of the accounts, representing Groups 
III and IV, furnished only 1.8 per 
cent of total orders! A checkup on 
calls revealed that salesmen had been 
allocating 50 per cent of their time to 
Group I, 10 per cent to Group II, and 
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scattering 40 per cent over Groups III 
and IV. 


These findings clearly indicated the 


desirability of reducing sales effort on 
Groups III and IV and transferring as 
much attention as possible to Group I, 
which contained the important regular 
customers. This company’s subsequent 
experience showed that when the sales- 
men went after business in the lower 
groups, operating efficiency dropped to 
2.2 per cent, compared to 100 per cent 


in Group I operations. When effort 
was moved from Groups III and IV to 
Group I, the opportunity to obtain 
orders increased fifty-fold! 

A carefully organized sales planning 
system is a highly essential part of the © 
selective selling program. It is the ini- 
tial step toward control of sales effort, 
lower distribution costs, and positive 
sales operation. By Guy JETER. 
Sales Management, April 15, 1945, p. 
35:4. ; ; 


Don’t Let Your Sales Department 
Handle Market Research 


HERE are two very sound rea- 
Tom why market research should 

not be handled as a side issue 
through the spare-time efforts of the 
branch sales managers and sales execu- 
tives at the home office. First, the 
press of daily business always has pri- 
ority, and so the limited research which 
can be carried on may be done poorly 
and incorrectly. Second, it is difficult 
to find men sufficiently objective to 
play the dual roles of good sales execu- 
tives and good sales analysts. Very 
few persons have the ability to see both 
sides of the picture and act accordingly. 
As a matter of fact, sales research 
should be divorced, as completely as 
possible, from the sales or advertising 
management of the company. 

The director of the research depart- 
ment should be taken from within your 
organization if possible, but only if you 
have the right type of man. Funda- 
mentally, he must be thoroughly objec- 
tive and able to face the facts with no 
prejudices and no predilections. He 
must be curious and have a nose for 
news—be a good reporter. He should 
be a good statistician, or preferably a 
good mathematician. He must have 
the ability to organize. He should 
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have a good reputation with each de- 
partment of the company. Specifically, 
he should have the widest possible 
knowledge of the company, its prod- 
ucts, its problems and objectives. 

It makes little difference whether he 
has been trained in the accounting, en- 
gineering, factory or sales departments, 
but he must have few, if any, precon- 
ceived ideas about the relative abilities 
of these various departments. If he 
has grown up in the sales department, 
he should not enter the job with the 
idea that the sales department knows 
all that there is to know about the 
company. 

The best available maiket research 
counsel should be sought. There are 
dozens of reliable and sincere organi- 
zations in the country that are equipped 
to do the type of mass interviewing and 
fact-finding necessary to supplement 
the activities of your own market re- 
search department. 

The department should be small, and 
should act, so far as possible,.as a serv- 
ice department catering to the require- 
ments of the regular operating de- 
partments of the company—principally 
the sales department, but in cases of 
emergency to others, such as adminis- 
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trative, engineering or production. 


If the department is allowed to be- 
come large, it becomes expensive and 
is always something for the cost .ac- 
countants to label a luxury. Its size 
might cause it to be given regular and 
recurring jobs which do not really fall 
into the domain of market research. 
If, as a result, it is tied down to the 
regular preparation of reports, records, 
etc., on a routine basis, it is no longer 
a research department but an operating 
department. 


The director should be allowed to 
spend his time on the broader prob- 
lems rather than the details. This 
broad analysis of your program is the 
crux of the matter. Close coordination 
between the outside research consult- 
ing agency and the company is vitally 
important. Without it, the counsel 
emerges from his study with a mass of 
irrelevant data and facts which you 
probably already know. Make sure 
that your counsel begins where your 
own organization leaves off, and have 
your problems properly analyzed be- 
forehand. 

When Sylvania Electric Products 
started its own department about a 
year and a half ago, a list of responsi- 
bilities of the market research depart- 
ment was formulated. Here is the list, 
under which the department is success- 
fully operating today: 

1. Systematize and simplify all sales 
department control and statistical re- 
ports. 

2. Establish a sales control and see 
that it operates. 

3. Calculate potentials on (a) prod- 
ucts we mow make, for markets we 
now exploit; (b) products we now 
make for new markets and applica- 
tions; and (c) new products. 

4. Act as a clearing house on all 
statistical data of the sales department 
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—forecasts, analysis of markets, analy. 


_ sis of distribution, sales trends, mer- 


chandising costs, sales performance, 
etc. 

5. Act as a clearing house with trade 
associations, trade magazines, statisti- 
cal and research organizations, govern- 
ment bureaus (census, etc.), and for 
collecting data and filing same. 

6. Handle sales and market research. 
(Study reaction of market to products 
and policies, as well as competitors’ 
products and policies, and prognosti- 
cate effect of changes.) In this fune- 
tion, reports of product managers and 
division managers are frequently the 
basis for final recommendations. 

7. Handle sales analysis—note wide 
discrepancies between sales and po- 
tentials, and recommend study by 
proper party if the reasons are not 
readily apparent. 

8. Recommend changes in policy of 
operations or merchandising, after the 
facts have been presented by the proper 
parties. 


9. Recommend preparation of te 
ports by proper parties, if facts are not 
readily apparent from available infor- 
mation. 


10. Acquire up-to-date information 
about daily operating and merchandis- 
ing problems by studying periodical re- 
ports by division managers and 
product managers. 

11. Analyze statistics of operation 
—ratio of sales expense to sales, sales 
volume, to advertising expense, etc. 

12. Investigate the make-up of the 
profit-and-loss statement, and _ study 
the functions of the sales department 
in contributing to its good or bad ap- 
pearance. ‘ 

13. Study the theory behind out 
pricing policies. 

By Don G. MirtcHELt. 
Ink, March 16, 1945, p. 81: 2. 
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New Capital for Your Business 


to peacetime production, many 

financial executives will be faced 
with the problem of finding money 
sources beyond the normal channels. 
Provided time is not of the essence, a 
company can explore leisurely the vari- 
ous financial proposals being discussed 
in Washington and await a program 
that will best fit its requirements. The 
firm that needs immediate action on 
new capital, however, can examine 
some sources discussed here that have 
perhaps been overlooked. 

Depending upon individual fac- 
tors governing specific needs, the aver- 
age prospective borrower falls into one 
of the following five money categories : 

1. Bank credit—for a borrower 
with “good ratios” whose needs are in 
proportion to his worth. 

2. Factor money—or loans through 
specialized finance companies, for re- 
quirements beyond the amount justi- 
fied by the balance sheet, without the 
usual insistence on repayment on defi- 
nite maturity dates. 

3. Government loans—specifically, 
anew program set in motion by the 
Reconstruction Finance Corporation, 
with others still in the exploratory 
stage. 

4. Security 


[) 2 the transition from war 


issues—refunding  is- 
sues or share split-ups at lower inter- 
est rates on preferred that will improve 
afirm’s situation and loan risk by re- 
ducing fixed obligations. 


5. Building and site brokers— 
financiers primarily interested in sell- 
ing real estate, who will build and 
finance a new plant on credit specifica- 
tions similar to a bank’s requirements 
but on more liberal terms. 
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Perhaps a firm’s local bank can be 
persuaded to accept the security of re- 
ceivables and inventories, possibly 
fixed assets, for loans that would be 
refused on an unsecured basis. A rela- 
tively small number of banks are pre- 
pared to make loans of this type, which 
require specialized handling, although 
even on a secured basis most banks are 
inclined to limit the line of credit to the 
balance sheet ratios. But where the 
bank declines any or all of these types 
of collateral, a factor or a speciakzed 
finance company may be the answer to 
a firm’s problems if it needs permanent 
capital and either will not or cannot 
sell stock to get it. Fréquently, a 
factor’s money is tantamount to term 
capital, while bank loans must of neces- 
sity be “cleaned up _ periodically.” 
Here’s what a factor will do: 

1. It will purchase accounts re- 
ceivable without recourse; or, in other 
words, it will buy the accounts outright 
and take the credit risk 100 per cent. 
This is something no bank is permitted 
to do. Although some banks do make 
loans on accounts receivable if the size 
of the units and other elements do not 
make the cost of handling the business 
too expensive. 

2. It will make advances on inven- 
tory, generally to firms whose receiv- 
ables it already handles. Usually one 
of the basic requirements here is cus- 
tomary field warehousing. 

3. Where receivables or inventory 
loans do not provide adequate funds 
for seasonal or peak operations, it will 
make equipment loans for firms that 
have been forced to over-invest in fixed 
assets. In such situations, state laws 
permitting, chattel mortgage loans are 
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made to be liquidated out of profits 
over a prescribed period of time. 

4. It will participate in installment 
selling plans intended to fit into the 
merchandising programs of manufac- 
turers or dealers. 

5. It will factor, upon relaxation of 
curbs like Regulation “W,” retail sales, 
assuming the hazard of bad debt losses 
on charge and instaliment accounts. 
Often a set minimum annual volume 
is required for such financing. 

6. It will participate in buy-outs 


and sell-outs where partners or large . 


stockholders have been bought out by 
others in order to benefit through capi- 
tal gains or for other reasons. 

Most of a factor’s business consists 
of buying accounts receivable, assum- 
ing all risks, and taking on all the de- 
tail of credit investigation and collec- 
tion. It begins where the bank leaves 
off, the principal difference being that 
banks will make loans without security, 
while factors make secured loans and 
rely almost entirely on the collateral. 
A large company with unquestioned 
reputation, for example, can obtain 
short-term funds with a bank on its 
promissory note. A firm that requires 
much more capital than its statement 
justifies can do better with a factor than 
with a bank, though the cost for money 
obtained from the factor is higher. 
Offsetting this higher cost are the 
greater flexibility of the factor, the 
greater degree of risk-taking involved, 
and the complementary functions of 
the factor (which include advice and 
day-to-day contact work). 

For firms needing new plants and 
shipping sites, there are financiers who 
are primarily interested in selling and 
reuting real estate to industry. For 
example, on the basis of adequate 
credit, they will erect a plant to a com- 
pany’s specifications, leased with op- 
tion to buy in 120 installments over a 
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10-year period; provide the services of 
a complete construction, engineering 
and architectural department; and 
underwrite from 75 to 80 per cent of 
the cost. 

Several concerns have taken advan- 
tage of a “cheap money” market to re- 
fund outstanding capital stock and bond 
issues at much lower rates of dividends 
and interest. Some have redesigned 
their security structure along these 
lines by two-for-one share split-ups. 
A firm seeking new capital from secur- 
ity sales will encounter tightened re- 
quirements on the registration details, 

The RFC has broadened “its lending 
policies in a two-fold program that it 
believes will provide small businesses 
with all the financial assistance they 
will need. In outline, the RFC will 
guarantee up to 75 per cent of bank 
loans to industry and actually will put 
up that margin whenever a participat- 
ing bank so requests it. The total 
amount of such loans to any one firm 
must not exceed $250,000. If a firm 
cannot obtain this type of loan through 
a bank, it may appeal direct to RFC 
and, if considered deserving, will be 
granted a loan direct from the agency. 
These loans will include money which 
may be used as working capital. 

Still in the blueprint stage are 
several plans before the House of Rep- 
resentatives committees. Among these 
is a credit insurance plan similar in 
operation to the Federal Housing Ad- 
ministration. This plan would have 
the government guarantee, within a 
specified percentage range, equity capi- 
tal loans, with most of the risk trans- 
ferred to a national credit pool. This 
would lower interest rates and put 
small business on a more “pet basis 
with big business. 

Another program with substan 
merit is that proposed by the Invest- 
ment Bankers Association and pre 
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sented before the House postwar policy 
and planning committee. This program 
advocates the creation of a nation-wide 
system of community investment com- 
panies under the management of local 
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business men who, it is felt, are the 
only persons well qualified to evaluate 
the merits of small home enterprises. 
By WittiaM N. AucsBuRGER. Ameri- 
can Business, May, 1945, p. 10:5. 


Relation of Insurance to Credit 


HAT is a “complete” insur- 
Wire: program? How much 

should a credit man know 
about a customer’s insurance cover- 
ages? What ‘insurance coverages 
should a customer carry to make him 
a safe credit risk? Undoubtedly you 
have asked yourself these questions 


from time to time when preparing to — 


extend a line of credit to a new ac- 
count. 

As a practical matter, you probably 
cannot know as much about your cus- 
tomers’ insurance coverages as you 
would like to know. However, insur- 
ancé programs today are generally 
much more complete than they were a 
number of years ago. Insurance 
brokers and agents as well as buyers 
are becoming increasingly insurance- 
wise. It’s becoming more common for 
msurance agents and brokers to pre- 
pare, and for insurance buyers to de- 
mand, a complete survey of insurance 
hazards and a suggested insurance 
program. 

In some cases, then, you may ac- 
tually be able to examine a customer’s 
insurance program as thoroughly as 
you would like by reviewing the out- 
line of his insurance program or sur- 
vey as prepared by his broker or agent. 
In many instances, of course, you may 
not be able actually to see the survey 
report; but if you know that a repu- 
table insurance agency has made such 
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a survey and that your customer has 
carried out the recommendations of 
the agency, then you may fee! satisfied 
that your customer’s insurance pro- 
gram is sound. 

Many customers may feel that you 
are prying into their private affairs 
when you inquire about insurance car- 
ried. This is a challenge to the sales 
ability of the credit manager. You 
need not sell your customers on the 
idea of providing complete details 
about their insurance programs, though 
that may be one approach. Another 
way is to sell the idea to your salesmen. 

What constitutes adequate coverage? 
Fire and Extended Coverage, Use and 
Occupancy or Business Interruption, 
and Comprehensive Bodily Injury and 
Property Damage insurance are vital 
coverages in any business. In addi- 
tion, some forms of Burglary and 
Robbery, Broad-Form Money and Se- 
curities, and Fidelity and Forgery in- 
surance are probably essential for most 
concerns. - 

With respect to Fire and Extended 
Coverage insurance, the important 
thing to ascertain is that the amount of 
insurance carried complies with the 
provisions of the coinsurance ‘or aver- 
age clause which the policy may con- 
tain. This means that as values increase 
the amount of insurance must be in- 
creased. Remember, the original cost 
of a building does not determine its 
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value for insurance purposes, which is 
replacement cost at the time of the loss 
less depreciation. 

Use and Occupancy insurance has 
been bought by more and more con- 
cerns in recent years. One reason for 
this is that numerous cases have oc- 
curred where a small fire, windstorm, 
etc., has resulted in a use and occu- 
pancy loss many times the fire or other 
physical damage loss. Properly writ- 
ten, the Use and Occupancy form will 
provide indemnity for interrupted earn- 
ings while the business is being re- 
stored to operating condition. ; 

The so-called Extended Coverage 
Endorsement is rather generally at- 
tached to the fire insurance policies of 
most business concerns. Broadly 
speaking, it includes insurance against 
loss or damage by windstorm, hail, ex- 
plosion, riot, civil commotion, aircraft, 
smoke and vehicles. Extended Cover- 
age should automatically accompany 
every fire insurance policy, just as 
crackers go with cheese. 

Of course, most concerns carry 
Automobile Bodily Injury and Prop- 
erty Damage insurance on automobiles 
they own. Many carry such coverages 
on any automobiles hired by them or 
otherwise used in their behalf, but too 
many do not. As to the various lia- 
bility insurance coverages other than 
automobile, too many concerns are 
only partially protected despite the fact 
that complete protection is available at 
reasonable cost. 

Third-party liability insurance is 
best provided by the new forms of 
Comprehensive Liability policies, be- 
cause these give broad coverage and 
contain'a minimum of exclusions, all 
readily understood. These forms in- 
clude in a single policy all such liability 
coverages as Owners’, Landlords’ and 
Tenants’, Elevator, Manufacturers’ and 
Contractors’, Owners’ and Contrac- 
tors’ Protective. Contractual, Products, 
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Teams and Automobiles and Trailers 
whether owned, hired or non-owned, 
As a matter of fact, this type of polity 
provides even broader coverage than js 
cited in this list, because hazards whic 
haven’t been thought of, because they 
haven’t as yet caused losses, are in- 
cluded. Insurance men refer to thisa 
the “unknown hazard.” The exclu. 
sions, though few, are nonetheless im. 
portant enough to warrant careful 
study. 

Too few concerns buy property dam- 
age insurance on hazards other than 
those arising in connection with auto- 
mobiles, and then only in nomind 
amounts. In the past this was largely 
because there were too many exclt- 
sions in the form and because under- 
writers shied away from this type of 
coverage. Most contractors now buy 
such coverage, usually with a deduc- 
tible of from $50 to $500 or more. 
Merchants should buy such coverage 
too—not for the small losses that oc- 
cur from time to time but for the 
infrequent substantial losses. . 

Fidelity insurance is essential in 
most organizations. One of the 
Blanket Fidelity forms available to 
business risks should be carried rather 
than the schedule forms on which in- 
dividuals or positions covered are spe 
cifically named and each bonded fora 
given amount. If your customer cat- 
ries a Primary Commercial Blanket 
Bond or a Blanket Position Bond, 
every employee is included in the 
coverage without exception unless the 
insured specifically requests the exclu- 
sion of certain officers or groups of 
employees. j 

With the advent of the Money and 
Securities Policy—Broad Form, the 
Office or Store Hold-up, Messenger 
Hold-up, and Safe Burglary policies 
became out-of-date for most concerns. 
This is really an all-risk policy because 
it covers all direct loss of money and 
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securities caused by “the zxctual de- forgery coverage known as “Deposi- 
struction, disappearance or wrongful tors’ Forgery” should be given careful 
abstraction thereof.” The policy there- consideration. While losses are infre- 
fore covers destruction by fire or any quent, when they do occur they are 
other cause and mere loss or mysteri- often very substantial, especially when 
ous disappearance as well as loss by employees are involved. By Huco H. 
hold-up, burglary or robbery. METHMANN. Credit and Financial 
In view of its low cost, the type of Management, May, 1945, p. 4:4. 


Extraterritorial Jurisdiction of Workmen’s 
Compensation Laws 





y dam 

than P ROBABLY most persons who are concerned with compensation insurance sales, 
underwriting, rating, claim adjusting, auditing or safety engineering are aware 

| auto- that the compensation laws of most states apply to some injuries sustained in other 

ominal states; and there seems to be a general impression tlt this depends entirely upon 

argel where the contract of hire was made. Although liability depends in part upon 

y this factor in a large percentage of cases, the extraterritorial jurisdiction of most 
exclt- compensation laws sometimes hinges upon other circumstances, and in a few cases 
under- it makes no difference where the contract of hire was made. 

{ It is not uncommon for an injured employee to have a choice between two or 
ype 0 even three compensation laws. On the other hand, it is possible for an employee 
w buy to be hired in one state, live and be partly employed in another state, and be 
deduc- injured in a third state, all of which have compensation laws. and yet not have a 

claim under the law of any of the states. even though his employer is subject to all 
mofe. these laws. It is also possible for an employee to have a claim under the compen- 
verage sation law of a state in which he has never performed any service, even though 
at oc- his contract of hire was not made in that state. 
It is sometimes possible for an employee who has recovered compensation 
or the under the law of one state to establish a claim for the same injury under the 
compensation law of another state in which the benefits for that particular iniury 
ial in are more liberal, but there has not been any case in which credit has not been 
he given by the administrative authorities or judiciarv of the second state for the 
f t amount recovered under the law of the first state. Further, it may be noted that 
dle to there is a possibility of collecting “dual compensation” when an employee is jointly 
rather employed by two or more employers. 
Wee. - In general, it may be said that the extraterritorial jurisdiction of the compen- 
ch in- sation law of any state applies to service anywhere in the world if such service is 
€ spe incidental to the employment in such state, but there is one nositive excention. 
‘for a The Constitution of the United States reserves to Congress exclusive iurisdiction 
; over all maritime employment on or in navigable waters of the United States. 
T Car- and no state compensation law applies to an iniury sustained in such maritime 
lanket employment. If, for example, a plumbing contractor sends a man to repair some 
Bond plumbing on a vessel, the employee has no recourse under state compensation law 

4 for injuries sustained on board the vessel (or on the gangplank) and can make 
n the recovery only under the U. S. Longshoremen’s and Harborworkers’ Comnensation 
ss the Law. The only exceptions are cases where the vessel is under construction and 
exclu- has never been commissioned, or where the vessel is enragd in operations of purely 

local concern, such as local fishing or dredging sand for use on shore. 
Ips of —Coverage 3/4 
y and 
» the e THE sixteenth U. S. Census reported the insurance business as the principal 
a occupation of 524723 persons. of whom 186,137. or more than one-third, were 
olicies women. Nearly half, or 238,600, were agents or brokers throughout the nation. 
cerns This is slightly more than one out of each 100 persons gainfully employed in 
' 4 1940—about the same number as were engaged in such large industries as coal 
ecause mining, utilities. printing and publishing, automobile manufacturing, or the hotel 
y and business. é y : 
—Fire Insurance Facts & Trends (The National Board of Fire Underwriters) 4/45 
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PRICE FLEXIBILITY AND EMPLOYMENT 
(Monograph No. 8, Cowles Com- 
mission for Research in Economics). 
By Oscar Lange. The Principia 
Press, Inc., Bloomington, Indiana, 
1944. 114 pages. $2.00. 


Reviewed by Elmer C. Bratt* 


The subject of this book is of the 
greatest’ significance. Pracfically all 
the current programs aimed at a so- 
called “full employment” economy as- 
sume that flexible prices are a neces- 
sary or even a sufficient condition for 
maintaining high-level activity. 

Lange’s method is exactly opposite 
to the one business men have become 
accustomed to use. His analysis is 
based wholly on theory without use of 
factual data. 

The conclusion is reached that a re- 
duction in price increases employment 
sufficiently only in a special case typi- 
fied by American experience from 1840 
to 1914. Theory, according to Lange, 
has erred in ascribing general validity 
to this special case. 

If we accept Lange’s assumption that 
both competitive and industrial norms 
have largely disappeared, his closely 
reasoned logic makes a compelling 
case. If “oversaving” and competitive 
markets do not compare unfavorably 
with our earlier history, his special 
case appears to be broad enough to 
cover our current experience. The 
crucial question, then, is the interpre- 
tation of our current history, to which 
Lange gives little attention. 


* Chief Economic Analyst, Bureau of Foreign and 
Domestic Commerce. 
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Decline in price of a factor of pro- 


duction increases employment only if | 


a fall of the general price level results 
in increased purchase of goods. This 
will occur secularly but not cyclically. 
Failure to keep in mind the difference 
between secular and cyclical flexibility 
of prices makes it difficult for Lange to 
understand theories of cyclical fluctua- 
tion. For instance, Lange overlooks 
the fact that changes over the business 
cycle may arise from shifts in distribu- 
tive margins. Cyclical change in costs 
must be considered vertically, as well 
as changes operating on the same dis- 
tributive plane. 

Lange reaches the conclusion that 
stability would be increased by fixing 
the price of one important commodity. 
Insofar he holds the gold standard was 
helpful. He believes, however, that 
gold is a much poorer item to stabilize 
than wheat in an agricultural country 
or an index of wage rates in an it- 
dustrial country because of the few 
direct substitution and output relations 
with other commodities. This conclu- 
sion would be more valuable if a com- 
parison had been made between the 
stabilizing effect of a fixed price on 
output relations and that of a monetary 
standard, as Benjamin Graham has 
done. 

Lange makes an important contribu- 
tion in developing the characteristic 
movement of the marginal expenditure 
curve with limited buyers or sellers— 
showing no ready response to cost 
changes occurs if prices are at conven 
tional levels. The bearing of price 
expectation and uncertainty on price 
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effectively developed. 


flexibility is 
These and other relations to price 
flexibility are ably constructed. To 
that extent, the book broadens our un- 
derstanding, but the application to our 
current experience is valid only if the 
“mature economy” thesis isaccepted. 


PRODUCTION LINE TECHNIQUE. By 
Richard Muther. McGraw - Hill 
Book Company, Inc., New York, 
1944. 320 pages. $3.50. 


Reviewed by Grosvenor S. McKee* 


This volume comprises one of the 
most interesting and helpful analyses 
of production methods in manufactur- 
ing that this reviewer has ever read. 
It is the product of extended research 
ina diversity of manufacturing indus- 
tries during the prewar and war 
periods. While most of the illustra- 
tions and text references are concerned 
with war work, production engineers 
and operations men will find in the 
book a wealth of material applicable to 
their peacetime problems. Mr. Muther 
has succeeded in combining here the 
best of both the academic and practical 
viewpoints. , 

The industrialist who desires to 
make a change in arrangement of his 
manufacturing operations—or who 
wishes to ascertain whether such a 
change is necessary—should read this 
book to determine what method is most 
advantageous in the particular case. 
The author discusses in considerable 
detail the scope and limitations of each 
arrangement, method, type of equip- 
ment, layout, installation and operation, 
covering such topics as_ scheduling, 
materials control, time cycles, quality 
control, and the staff functions of main- 
tenance and personnel. He stresses the 


_ 
“Vice President and Works Manager, Talon, Inc. 
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flexibility and modifications that can be 
obtained in most instances, and con- 
cludes with several case problems which 
lend themselves well to class work in 
colleges or vocational schools. 

The text is enhanced by photographs 
and diagrams of actual production set- 
ups. To each chapter is appended an 
auxiliary reading list for those who 
wish to pursue the topics more com- 
pletely. 


OccuPATIONAL ACCIDENT PREVEN- 
TION. By Harry H. Judson and 
James M. Brown. John Wiley & 
Sons, Inc., New York, 1944. 234 
pages. $2.75. 


Reviewed by Lawrence C. Miller* 


This well-written and readable vol- 
ume is recommended to industrial ex- 
ecutives, particularly to those who 
have general direction of an accident- 
prevention program. Though not 
sufficiently inclusive or detailed to per- 
mit its use as a text or manual, the 
book presents accurately and concisely 
a sound general theory on the subject. 
Especially commendable is its emphasis 
on the fact that the creation and main- 
tenance of safe working conditions is 
a responsibility which supervisory 
management cannot delegate to others 
but must shoulder itself. 

The authors discuss several types of 
safety organizations, all designed to 
enlist and maintain the cooperation of 
the entire workforée in accident pre- 
vention. In an excellent chapter on 
employee training, support is lent to 
the thesis that foremen’s conferences, 
properly conducted, are the most ef- 
fective means of training experienced 
personnel in safety. Helpful lists of 


* Safety Director, California Shipbuilding Corpo- 
ration. 
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selected references are appended to this 
and several other chapters. 

Accident investigations by trained 
safety inspectors rather than by com- 
mittees or insurance company repre- 
sentatives are recommended by the 
authors, who advance many good rea- 
sons for their preference. Suggestions 


for the selection and training of inves 
tigators are offered, and the scope(gf 
accident investigations is defined. ~ 
An appendix includes excerpts from 
the “American Standard Method of 
Compiling Industrial Injury Rates’ 
and a list of special sound-slide films 
recommended by the authors. 





PUBLICATIONS RECEIVED 
[Please order directly from publishers] 





Social Security: Past—Present—Future? 
By Gerhard Hirschfeld. American Tax- 
payers Association, Washington 4, D. C., 
1944. 116 pages. $1.00 


Recommended Practice of Office Light- 
ing. Committee on Lighting Practice of 
the Illuminating Engineering Society, _ 
Madison Avenue, New York 10, N. 
1942. 47 pages. 25 cents. 


Plastics: Scientific and Technological. 
By H. Ronald Fleck. Chemical Publish- 
ing Co., Inc., Brooklyn, N. Y., 1945. 325 
pages. 


Post-War Exportation of Capital Goods to 
Non-Industrial Areas of the World 
(An Address before a Special Confer- 
ence of the Machinery and Allied Prod- 
ucts Institute, November 21, 1944). By 
George H. Houston. Machinery and Al- 
lied Products Institute, 221 North La 
Salle Street, Chicago. 17 pages. 


Marketing Management Policies. By 
Joseph P. Malia et ul. The Economic 
and Business Foundation, New Wilming- 
ton, Penna., 1944. 51 pages. 35 cents. 


= 


The Law of Intelligent Action: A 
in Business Relations. By William]. 
Reilly. Harper & Brothers, New Yo 
1945. 125 pages. $2.00. ii 


America’s Role in the World Economy, 
By Alvin H. Hansen. W. W. No 
Company, Inc., New York, 1945. 
pages. $2.50. 


Resale Price Maintenance: Stabilizer of 
Postwar Business (Six addresses at the 
Conference on Fair Trade Practices held 
under the auspices of American Md 
Trade Council, December 1, 1 
American Fair Trade Council, New ¥ 
18, N. Y. 30 pages. Gratis. “ 


America’s Place in the World E 
Addresses Delivered at the Fou 
ries of Conferences of the Insti 
Postwar Reconstruction. Edited 
Arnold J. Zurcher and Richmond Page 
Institute on Postwar Reconstruction, New 
York University, New York, 1945, 
pages. $3.00. 


The 36 Primary Areas of Wholesaler ks 
fluence in the Drug Field. The 
tional Wholesale Druggists’ Associa 
New York, 1944. 95 pages. $3.00. © 





Bonus for Veterans 


1% 1942, O. F. Mossberg & Sons, Inc., firearms manufacturer, set up a plan to 
provide bonuses for employees discharged from the armed forces. The company ~ 
contributes $10 a month for each inducted employee who had been in its service _ 
six months or less, plus $1 for each year of service. A $50 war bond was added at 


Christmas. 
in i Series G bonds. 


The funds accumulated to the employees’ account have been invested 


The fund has grown to $28,138. Already eight of the 97 inducted employees — 
have returned to work and in the aggregate have received $1,546. If an employee ~ 
dies in service, his estate receives the money. Y 

—The Conference Board Management Record 5/43 = : 
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